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Switzerland and the Marshall Plan 


A bill ratifying the agreement on European Economic 
Cooperation, signed in Paris on April 16, has recently 
been presented by the Bundesrat to the Swiss Parlia- 
ment. Under the Paris agreement, Switzerland is in the 
exceptional position of a country whose obligations may 
very well exceed her rights, since she receives no dollar 
aid within the framework of the Marshall Plan. There- 
fore, the passing of the bill may not be an easy task. 

Objections, on the ground of strict neutrality, to the 
signing of the Paris agreement were largely eliminated 
by the inclusion of a special clause, called the “Swiss 
clause.” This clause, which modifies the rule requiring 
unanimous decisions by the 16 participating countries, 
provides that certain decisions will not lose their binding 
character for the other countries as a result of Switzer- 
land using the right conferred upon her to declare her- 
self disinterested in them. This clause is directly applica- 
ble in decisions concerning the distribution of Marshall 
Plan aid, in which Switzerland will not participate. The 
Paris agreement may have far-reaching effects on Swiss 
financial relations with other European countries, and 
on her relations with the United States. 


The Neue Zuercher Zeitung points out the difficulties 
of Switzerland’s position within a European payment 
plan. As a creditor country with a strong currency and 
no need of American aid, she can derive no direct ad- 
vantage from payment plans of the types thus far pre- 
sented. Participation would require the consolidation of 
her credits to Marshall Plan countries, amounting. to 
some 800 million Swiss francs, within the framework of 
her payment agreements. This, it is felt, would weaken 
considerably Switzerland’s bargaining position with many 
countries even if the details of consolidation could be 


EUROPE 


U.K. National Income Estimates 


Estimates of the national income of the United King- 
dom in the first two quarters of 1948 have been made in 
The Financial Times by Mr. T. Barna. The gross national 
product reached an annual rate of £10,400 million in the 
fourth quarter of 1947, and £10,100 million and 
£10,400 million in the first two quarters of 1948. Capi- 
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reached in bilateral negotiations. The procedure for 
establishing new credit margins under the payment plans 
thus far discussed is not applicable to Switzerland. Since 
she receives no Marshall Plan aid, she is not obligated to 
put at the disposal of debtor countries any amount of 
her national currency. In any event, under present cir- 
cumstances, the grant of further credit would cause dif- 
ficulties for Switzerland in maintaining monetary 
equilibrium. 

Participation in an intra-European system of multi- 
lateral compensation is acceptable to Switzerland only 
in respect of “first type” compensations, which result in 
decreases of balances. Any obligation to participate in a 
system of “second type” compensation must, in the view 
of the Neue Zuercher Zeitung, be rejected, as it would 
imply under present circumstances the accumulation by 
Switzerland of soft currency balances. 

The bilateral pact with the U.S. is also thought to 
pose a difficult problem. The Neue Zuercher Zeitung 
states that under this pact, which is on the same model 
as that for the other Marshall Plan countries, Switzer- 
land agrees, among other things, to provide economic 
information and to admit an American control com- 
mission. It is argued that in return Switzerland is to 
receive no rights or advantages. This situation stems from 
the American view that any American delivery of scarce 
controlled goods to a country participating in the Paris 
agreement is to be considered as a grant of aid. This 
view is disputed by the Swiss authorities, who maintain 
that Swiss-American trade relations are on a strictly 
business basis. 

Sources: Newe Zuercher Zeitung, Zurich, Switzerland, 
August 27 and 28, 1948. 


tal formation has been above the end-1947 rate. Real 
consumption appears to have been at about the same 
level as in the corresponding quarters in 1947, and 
slightly below the rate reached at the end of that year. 
Gross personal income, after deduction of direct taxes, 
was higher in the second quarter of 1948 than in the 
corresponding quarter of 1947, but the increase was 
smaller in proportion than the increase in retail prices. 

Sources: The Financial Times, London, England, Sep- 

tember 6 and 7, 1948. 
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U.K. Gold Losses to Switzerland 


The Swiss Federal Council has published information 
showing that under the Payments Agreement of March 
1946 gold to the value of 440 million Swiss francs was 
transferred to Switzerland from the United Kingdom, 
305 million francs in the second year. The Agreement 
of January 1948 ended these transfers, by providing 
that payments between Switzerland and the sterling area 
be kept in balance. 

Source: The Financial Times, London, England, Sep- 
tember 8, 1948. 


U.K. Rubber Sales to U.S. Government 
Stock Piles 


The British Government has sold part of its holdings 
of crude rubber to the United States for stockpiling pur- 
poses. This sale is under the provision of the ECA agree- 
ment setting aside 5 per cent of the sterling equivalent 
of ECA grants for such purposes. The quantity involved 
and the price agreed have not been revealed. 

Source: The Times, London, England, September 6, 1948. 


British Harvest Prospects 


The Times reports that the condition of the principal 
crops in Great Britain on September 1 was above the 
average of the last 10 years. “A fortnight of fine weather 
now will make a reality of a good grain harvest, not so 
good as it might have been but better than average.” 


Source: The Times, London England, September 6, 1948. 


French Interest Rates 


On September 5, the Bank of France raised its dis- 
count rate for Treasury bills and commercial bills from 
21% to 3% per cent, and its rate for other bills from 3 
to 4 per cent. The rate for 30-day advances on Treasury 
bills was raised from 24% to 314 per cent and the rate 
for advances on securities from 414 to 4% per cent. 

The raising of bank rates (which follows similar meas- 
ures taken on January 9, 1947 and October 10, 1947) 
is part of the present restrictive policy of the National 
Council of Credit. The steps taken in that field for more 
than eighteen months, however, have not checked a grow- 
ing credit expansion. It is expected that the rate on Treas- 
ury bonds will be raised in the near future. 

Sources: Agence Economique et Financiere, Paris, 
France, September 6, 1948; Neue Zuercher 
Zeitung, Zurich, Switzerland, September 7, 1948. 


Wage Increases in France 


A bonus of 2,500 francs per month, intended to offset 
the rise in the cost of living during August (roughly 10 
per cent), was granted on September 6 to all workers 
in France except civil servants and agricultural workers. 
This measure is provisional, since a readjustment of 
wages is under way. The bonus is not satisfactory to 
the trade unions, which advocate an additional amount 
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of 500 francs per month and the establishment of a 
“monthly minimum wage” of 13,500 francs. 

Although some partial adjustments have been made 
since March 1948, the last over-all wage increase was 
effected last January. Since then, the retail price index 
has risen 18 per cent, to 1670 (1938100) at the end 
of August. Blocking of wages was part of the program of 
the Finance Ministers in the Schuman and Marie Gov- 
ernments. A price decline was expected by the end of the 
summer, which would restore the balance between wages 
and prices. 

Sources: Le Monde, Paris, France, September 7, 1948; 
New York Herald Tribune, Paris, France, Sep- 
tember 8, 1948. 


Official Gold Market in Casablanca 


New legislation removing restrictions on gold coin and 
bullion transactions in French Morocco has been pub- 
lished in the Bulletin Officiel Cherifien. A regular mar- 
ket and the publication of quotations will be organized 
by the Casablanca Stock Exchange. 

Source: Agence Economique et Financiere, Paris, France, 


September 2, 1948. 


Estimates of 1948 Belgian Wheat Crop 


The July estimate of the National Institute of Statis- 
tics in Belgium indicates that the 1948 wheat crop will 
reach 410,000 tons; 350,000 tons of winter wheat and 
60,000 tons of summer wheat are expected. The total is 
215 per cent greater than 1947 production, partly as a 
result of increased sowing and partly because of a 70 
per cent greater yield. 

The 1948 estimate is equal to about 85 per cent of pre- 
war output and 97 per cent of prewar yield. 
Sources: Agence Economique et Financiere, 

France, August 27 and 28, 1948. 


Paris, 


End of Danish Government Trade 
Monopoly in Greenland 


The Danish Prime Minister, on a visit to Greenland 
this summer, announced the abolition of the Danish Gov- 
ernment trade monopoly and the opening of Greenland 
to private enterprise. Economic activity in Greenland has 
been dominated by the monopoly. He also announced 
that a single central administration for Greenland would 
be created. 


Source: Finanstidende, Copenhagen, Denmark, August 
11, 1948. 


Export-Import Bank Loan to Finland 


The Export-Import Bank of Washington announced 
on September 9 the extension to the Republic of Finland 
of a 2% per cent $5 million credit, repayable in 15 
months. 

This loan will be used to finance the purchase of raw 
cotton from the United States. According to the Export- 
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Import Bank, Finland’s textile industry has been operat- 
ing at a rate of about 70 per cent of prewar and has 
been almost entirely dependent upon imports of raw 
cotton from the U.S. Its market is mainly domestic, but 
small quantities of textiles are exported to Denmark 
and Norway. 

Source: Export-Import Bank of Washington, Press Re- 

lease, Washington, D.C., September 9, 1948. 


Inflation in Italy 


After declining continuously for ten months, the Italian 
wholesale price index is again moving upward. This 
index had declined from an all-time high of 6202 
(1938100) in September 1947 to 5140 in June and 
July this year. In the first week of August it advanced 
to 5336, and in the third week to 5729. 

The increase since July is attributable almost entirely 
to higher food prices. The Governmental subsidy on bread 
was abolished on August 1 and the price of rationed 
bread almost doubled. Also the free market price of 
wheat has increased, and is now around 95,000 lire 
per ton, or about 40 per cent above the price paid for 
the wheat delivered to the Governmental pools. Vege- 
table oils were estimated to be 20 per cent higher in 
August than two months before. Prices of some public 
services have also increased recently: telephone rates 
have been raised by 30 per cent, and an increase of at 
least 30 per cent in rents is almost certain to be approved 
by Parliament before the end of the month. 

The main causes of the sharp price advances are 
either deliberate increases in the prices of some con- 
trolled items or seasonal scarcity of some products, 
mainly fats. It is too early to say if the increases will 
extend to other items. The Council of Ministers in an offi- 
cial communique has minimized the importance of the 
recent increase. 

Two facts which may increase the significance of the 
recent price advance should be pointed out. The note 
circulation, which had remained for several months 
around 800-820 billion lire, increased in July by 31 bil- 
lion lire, reaching at the end of the month 846.7 billion, 
an all-time peak. The dollar quotation on the black mar- 
ket, which had been stable for several months at a level 
about 10 points above the official quotations (573-575 
lire), rose rapidly in the first ten days of September, 
and on September 11 (latest quotation available) was 
610-624 lire to 1 dollar. 

Sources: ANSA News Agency, Inc., Bulletin, New York, 
N.Y., September 7-11, 1948. 


Emigration From Italy Lagging 

Italian emigration is still lagging despite several agree- 
ments between Italy and other countries to assure an 
adequate flow of excess manpower. Figures covering the 


first six months of 1948, published by the Italian Min- 










91 





istry of Labor, reveal that 37,886 people emigrated dur- 
ing that period, mostly to Belgium, France, and Argen- 
tina. This figure is far below those for last year when, 
apart from the temporary emigration to Switzerland, 
about 170,000 workers left Italy. Over-population is one 
of the main causes of the country’s present economic 
difficulties. 

Source: Economic News from Italy, New York, N.Y., 

September 6, 1948. 


Price Freezing in Czechoslovakia 


After agreement had been reached with the economic 
organizations and the central management of national 
enterprises, the Supreme Price Control Office in Czecho- 
slovakia announced on August 12 that prices would be 
frozen until December 31, 1948. When the Five-Year 
Plan begins on January 1, 1949, the Government intends 
to introduce a new price policy that will harmonize with 
the social and economic aims of the plan. With prices 
frozen currently, the Supreme Price Control Office will 
have time to study the faults of the present price struc- 
ture and to prepare measures for introducing the new 
policy; and the Ministry of Finance will be able to adjust 
its fiscal policy to the changed character of the country 
from a semi-planned to a, more or less, fully planned 
economy. 

Source: Ministry of Foreign Trade, Czechoslovak Eco- 


nomic Bulletin, Prague, Czechoslovakia, August 
14, 1948. 


Good Harvest Prospects in Hungary 


After three poor years, Hungary is looking forward to 
crops which will be about 57 per cent greater than those 
of last year. Estimates of the Ministry of Agriculture, re- 
leased on August 28, indicate the following estimates for 
this year’s crops, compared with 1947: 


1947 1948 

(in millions of bushels) 
Bread grains 59.3 75.4 
Coarse grains 98.2 170.0 
Potatoes 4.0 9.4 
Sugar beets 4.4 5.8 
Total 165.9 260.6 


The good harvest will make possible lower compulsory 
grain deliveries by the farmers, especially small ones; 
farmers with 2.9 hectares of land, who during the war 
had to deliver to the Government agencies 88.6 bushels 
of wheat each harvest, will be required to deliver only 
7 bushels this year, while farmers owning from 5.8 to 29 
hectares of land will have to deliver 22 to 340 bushels, 
against 177 to 886 bushels during the war. After com- 
pulsory deliveries the farmers are allowed, within certain 
limits, to sell their surpluses freely. 

The prospect of good crops has enabled the Govern- 
ment to permit the free sale of bread at 2.60 forints (22.1 
U.S. cents) per kilogram, in addition to the existing 


daily bread rations of 250 grams (9 oz.) at a price of 
1 forint (8.5 U.S. cents) per kilogram. By this move the 
Government intends to combat the black market, on which 
bread prices fluctuate from 4 to 5 forints per kilogram. 
The sugar ration also is to be increased to 1.5 kilograms 
per month, and the price of sugar lowered from the 
present 8.20 to 6.50 forints per kilogram. 
Sources: Hungarian Bulletin, Budapest, Hungary, Sep- 
tember 3, 1948; Neue Zuercher Zeitung, Zurich, 
Switzerland, September 4, 1948. 


Austrian-Yugoslav Trade Agreement 


A trade agreement between Austria and Yugoslavia, 
concluded on August 31 for one year, provides for an 
exchange of goods between the two countries to the 
value of $40 million. Austrian exports to Yugoslavia 
are to include steel products, vehicles, agricultural ma- 
chinery, electrical appliances, paper, and chemicals, 
while Yugoslav exports to Austria are to consist mainly 
of industrial raw materials and agricultural products; 
among the latter are maize, pigs, and wheat. It is the first 
time since the war that some wheat deliveries have been 
offered to Austria by any of the Balkan countries. The 
settlement of accounts will be carried out in terms of 
U.S. dollars. 

Source: Neue Zuercher Zeitung, Zurich, Switzerland, 
September 4, 1948. 


Yugoslavia’s Tax Laws Favor Cooperatives 


The Yugoslav income tax law which became effective 
on September 1 is designed to promote the formation of 
peasants’ and artisans’ cooperatives. Work cooperatives, 
in which peasants pool their lands while retaining title 
to it, are particularly favored; they are exempted from 
all taxes in their first year of operation. Tax rates for 
peasants’ cooperatives are generally lower than those for 
individual farm holdings. Peasants hiring labor outside 
their own households have to pay higher taxes than 
small or medium sized farms employing only family 
labor, and profits derived from the sale of farm prod- 
ucts on the free market are subject to special heavy 
taxation. 

In the town where cobblers, tailors, and other artisan 
shops are the only remaining individual private enter- 
prises, lower tax rates are offered by the new tax law as an 
inducement for the formation of artisans’ cooperatives. 
Source: New York Herald Tribune, Paris, France, Sep- 

tember 5, 1948. 


Soviet Foreign Exchange Position 

The fact that the Soviet Union has been able for some 
time to continue heavy purchases of raw materials, with- 
out resorting to the sale of gold, is largely explained by 
its present favorable foreign exchange position in rela- 
tion to Great Britain and the United States. It is esti- 
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mated that the value of British purchases of grain and 

other commodities from the Soviet Union under the 

British-Soviet trade agreement of last December will 

amount by the autumn of this year to about £22.5 million. 

While the Soviet Union has actually completed most of 

these deliveries, it has placed contracts for only 10 per 

cent of the capital goods which Britain was supposed to 
furnish in return. 

It is now reported that the Soviet Government is using 
part of its accumulated sterling holdings to purchase large 
quantities of rubber, wool, and other raw materials; rub- 
ber contracts alone are estimated at close to £10 million. 

The dollar position is also favorable. During the period 
March-June 1948, U.S. imports from the Soviet Union 
have been recorded at a monthly rate of about $7 mil- 
lion, while at the same time U.S. exports to the Soviet 
Union were severely reduced on account of restrictions 
on the issuance of export licenses to that country. Actual 
exports to the U.S.S.R., which ranged between $5 and $8 
million in the first quarter of 1948, have dropped since 
then to a monthly average of a few hundred thousand 
dollars. As a result the Soviet Union has been accumulat- 
ing dollar balances which can be used anywhere in the 
world. 

Sources: The Manchester Guardian, Manchester, Eng- 
land, August 25, 1948; U.S. Department of 
Commerce, Foreign Commerce Weekly, Wash- 
ington, D.C., September 4, 1948. 


MIDDLE EAST 


Middle East Oil Production Exceeds Expectations 


In the first six months of 1948 Middle East oil pro- 
duction was 37 per cent greater than in 1947 and reached 
the record figure of 1,057,000 barrels a day. Most of the 
increase was due to the expansion of production in 
Saudi Arabia and Kuwait, where average daily output 
rose from 246,000 and 49,000 barrels, respectively, in 
1947 to 410,000 and 100,000 barrels in mid-1948. 

It is estimated that oil exports from the Middle East to 
European countries benefiting from the Marshall Plan 
will be 370,000 barrels a day in 1948, and that those to 
the United States will average 90,000 barrels daily. 
Source: The Wall Street Journal, New York, N.Y., Sep- 

tember 13, 1948. 


Bumper Cereal Crops in the Levant 


The Levant States and Trans-Jordan are expecting a 
bumper cereal crop this year. Estimates indicate that the 
Syrian wheat crop will be 500,000 tons, with an export- 
able surplus of 200,000 tons, and the Trans-Jordan crop 
150,000 tons, with 100,000 tons for export. The Lebanese 
crop is estimated at 70,000 tons, but it will have to be 
supplemented by imports of 75,000 tons to be covered 
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by allocations of the FAO, and 25,000 tons from Syria. 
Demand from Switzerland, Italy, and Greece for cereals 
from Syria is now heavy. 
Source: Middle East Economic Service, Forest Hills, 
N.Y., July 1948. 


Institution of an Egyptian Central Bank 


After Egypt’s withdrawal from the sterling area in 
July 1947, the need for an Egyptian central bank be- 
came acute, and until recently the intention was to na- 
tionalize the National Bank of Egypt for this purpose. 
But since nationalization of that bank would either de- 
prive the Egyptian economy of an important commercial 
banking institution, if its commercial operations were 
limited, or would involve a new central bank in commer- 
cial pursuits that are not strictly appropriate for a central 
bank, Parliament and the Ministry of Finance now appear 
to favor the creation of a new central institution. This 
institution would take over the central banking func- 
tions of the National Bank of Egypt, and would be given 
adequate legislative power enabling it to carry out its 
central banking operations. The banking department 
of the National Bank of Egypt would not be nation- 
alized. 

Source: La Revue d’Egypte Economique et Financiere, 
Cairo, Egypt, August 28, 1948. 


Annual Report of Bank of Syria and Lebanon 


The 1947 Annual Report of the Bank of Syria and 
Lebanon stresses the long delevs in putting into opera- 
tion investment plans in the two countries. As a result, 
the large foreign exchange balances accumulated during 
the war are dwindling rapidly and the countries may soon 
face grave difficulties. Syria, which depends to a great 
extent on its merchandise exports, would be in a serious 
position unless internal prices are reduced considerably 
and steps are taken to encourage foreign investment. 
Lebanon’s position may not be so difficult since its arbi- 
trage operations help to bring its balance of international 
payments into equilibrium. 

The Report also states that both Syria and Lebanon 
are becoming aware of the differences in their economic 


interests and the artificial aspect inherent in a close eco- © 


nomic union, and points out that some other form of 

economic cooperation is contemplated. 

Sources: Le Commerce du Levant, Beirut, Lebanon, 
July 17, 1948; La Revue d’Egypte Economique 
et Financiere, Cairo, Egypt, August 28, 1948. 


Lebanon Ratifies Monetary Agreement 


On August 31, Lebanon ratified the Franco-Lebanese 
Monetary Agreement of January 1948, The agreement 
had been ratified by France last June. Despite Syria’s 
refusal to accept a similar agreement, both the Syrian 











and Lebanese Governments have stressed their intention 
of continuing their economic relationships. 


Sources: Al Ahram, Cairo, Egypt, August 31 and Sep- 
tember 5, 1948. 


Iran Signs Trade Pact With Denmark 


A new trade and clearing agreement has been con- 
cluded between Denmark and Iran. According to this 
agreement, an Irano-Danish Corporation will purchase 
Iranian products for export to Denmark; the same cor- 
poration is authorized to import Scandinavian products 
of equal value into Iran. 

Source: Bank Melli Iran, Bulletin, Tehran, Iran, July 
1948. 


FAR EAST 


India Not to Devalue 


In view of the speculation among the public of the pos- 
sibility of strong deflationary measures being taken by 
the Government, the Prime Minister of India stated in 
Parliament on September 3 that neither a demonetiza- 
tion of 100-rupee notes nor a freezing of bank deposits 
was contemplated. Nor, he added, was devaluation 
under consideration. 


Source: Government of India Information Services, Re- 
lease, Washington, D.C., September 10, 1948. 


India and Sterling Releases 


The fact that sterling releases were used to only a 
small extent from July 1947 to June 1948 has been 
attributed by India’s Commerce Minister to (a) lack 
of experience in estimating the amount of exchange 
available from exports, (b) difficulties of planning for 
fairly long periods under a system of half-yearly agree- 
ments for sterling releases, and (c) imports of capital 
goods falling far short of expectations. 

Source: The Eastern Economist, New Delhi, India, 
August 27, 1948. 


India’s National Income 


India’s Commerce Minister stated in Parliament that 
per capita income in 1945-46 was estimated by the 
Ministry of Commerce at Rs 198 for undivided India 
and at Rs 204 for the provinces now included in the 
Dominion of India. The corresponding figures for 
Canada, the United Kingdom, and the United States 
were Rs 2,868, Rs 2,355, and Rs 4,668, respectively. 
Source: The Eastern Economist, New Delhi, India, Au- 

gust 27, 1948. 


Measures to Strengthen Currency 
Program in China 


‘In addition to tax revisions (see this News Survey, 
Vol. I, No. 11, September 9, 1948, p. 84), the Chinese 
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Government has adopted a series of measures to 
strengthen its currency reform program. A tight block- 
ade has been thrown around Shanghai to prevent the 
flight of gold, silver, foreign currency, and essential 
commodities; wholesale and retail ceiling prices have been 
announced; and the gradual scaling down of interest 
rates on bank loans, to the 10 per cent level fixed as 
of September 1, has been enforced. Pressure for the 
conversion and registration of foreign currency assets 
has been strengthened, especially in Shanghai, by the 
arrests of black-market dealers in commodities and 
currencies. 


By September 6, the equivalent of US$56,800,000 in 
gold and foreign currency had been converted into the 
new gold yuan notes, according to an announcement of 
the Joint Office of the Four Government Banks. In 
addition, US$116,000,000 in foreign currency reserves 
had been transferred to the Central Bank by the Bank 
of China, Bank of Communications, Farmers Bank of 
China, Central Trust, and Postal Savings and Remit- 
tances Bank. The estimates in the Chinese press of the 
value of the registered foreign currency assets of the 
Shanghai banks vary from US$20,000,000 to US$50,- 
000,000. 


The deadline set for the conversion of domestically- 
held foreign assets into the gold yuan is September 30. 


Sources: The Journal of Commerce, New York, N.Y., 
August 24, 1948; Chinese News Service, Press 
Release, New York, N.Y., September 8, 1948; 
Far East Trader, San Francisco, California, 
September 8, 1948. 


Hong Kong Exchange Controls 


The Financial Times gives some details of the regu- 
lations introduced in Hong Kong during July. In order 
to stop the market in cheap sterling and to prevent 
capital flights of sterling into U.S. dollars, monetary 
transactions with the United Kingdom require official 


approval. In addition, import licensing will be tight- 
ened and all the proceeds of exports must be surrendered 
to the exchange control authorities, though the following 
exceptions remain: 

1. Exports to the United States, Philippines, Macao, 
Korea (except that 25 per cent of the proceeds of ex- 
ports on a “restricted list” must be surrendered) 

2. Exports to Japan 

3. Exports to the sterling area and China. 


It is felt that these regulations may reduce exports 
to hard currency countries, maintained in the past by 
the possibility of exchanging hard currencies into 
sterling at the unofficial rate. 

Source: The Financial Times, London, England, Sep- 
tember 4, 1948, 
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UNITED STATES AND CANADA 


U.S. Raises Bank Reserve Requirements 


The Board of Governors of the Federal Reserve Sys- 
tem announced on September 8 that it would increase 
the reserves required to be maintained with Federal 
Reserve Banks by member banks of the Federal Re- 
serve System. This action follows the legislation passed 
by the U.S. Congress on August 7 permitting the Board 
to raise reserve requirements of member banks. The 
maxima allowed under the new law are 30 per cent for 
central reserve city banks, 24 per cent for reserve city 
banks, and 18 per cent for nonreserve city banks against 
net demand deposits, while the maximum against time 
deposits for all classes of banks is 714 per cent. These 
compare with previous statutory limits of 26, 20, and 
14 per cent, respectively, against net demand deposits, 
and 6 per cent against time deposits, which were also 
the actually required ratios until the recent action. 

The new requirements are as follows: 


On Net Demand Deposits 
Nonreserve city banks 
Reserve city banks 
Central reserve city banks 


On Time Deposits 


Nonreserve city banks 
Central reserve and 
reserve city banks 


Effective Date 
Sept. 16, 1948 
Sept. 24, 1948 
Sept. 24, 1948 


16 per cent 
22 per cent 
26 per cent 


7% per cent Sept. 16, 1948 


Sept. 24, 1948 
These increases will have the effect of raising required 
reserves of member banks in central reserve cities by 
about $500 million; of banks in reserve cities, by about 
$700 million; and of banks in nonreserve cities, by 
about $700 million—a total of about $1.9 billion. 
Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D.C., Sep- 
tember 8, 1948. 


7% per cent 


U.S. Crop Report 


A record production of crops in the United States is 
indicated in the September 1 crop report of the U.S. 
Department of Agriculture. The index of total crop 
production is estimated to be 135 (1923-32—100), 
which is 9 points above the previous high of 1946. 


. Forecasts are now more favorable than those of a 


month ago for oats, barley, flaxseed, and most kinds 
of grain, and improvement is also noted for cotton, 
sorghum grain, soybeans, beans, potatoes, and tobacco. 
Some decline is indicated for buckwheat, rice, peas, 
peanuts, and sugar beets. 

With some improvement in the spring wheat produc- 
tion, to 304 million bushels, a total of 1,285 million 
bushels of both spring and winter wheat is estimated. 
A wheat crop of this size would be about 6 per cent 
below the record of 1947, but 36 per cent above the 
1937-46 average. Prospects are for about 3,529 million 
bushels of corn, about 9 per cent larger than the pre- 
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vious record in 1946. It is expected that about 1,493 


million bushels of oats will be produced, slightly less 

than the record crop of 1945, but 21 per cent more 

than the ten-year average. 

Source: U.S. Department of Agriculture, Crop Produc- 
tion, Washington, D.C., September 1, 1948. 


Outlook for U.S. Wheat Exports 


The U.S. Department of Agriculture recently esti- 
mated world wheat exports for 1948-49 at 900 million 
bushels, about 35 million bushels less than in 1947-48. 
Exportable wheat supplies for 1948-49 from the four 
principal exporting countries—United States, Canada, 
Australia, and Argentina—were tentatively estimated at 
850 million bushels, 450 million of which would be 
from the U.S. Other countries, including the Soviet 
Union, may possibly export another 50 million bushels. 
It was also expected that roughly two-thirds of these 
exports would go to ERP countries. 


The Department also estimated that out of the ex- 
pected U.S. wheat supply of 1,479 million bushels for 
1943-49, domestic disappearance may total 750 million 
and exports 450 million, leaving a carryover of 275 
million on July 1, 1949. However, in view of the 
sharp curtailment expected in U.S. wheat exports in 
1949-50, to about 300-350 million bushels, the Depart- 
ment recommended that the U.S. wheat acreage be cut 
by 6.2 million acres, to 71.5 million acres in 1949, 
This acreage is expected to produce about 1,075 million 
bushels, or enough to meet domestic disappearance of 
750 million bushels and exports of about 325 million. 


Source: U.S. Department of Agriculture, The Wheat 
Situation, Washington, D.C., August 1948. 


Press Opinion on Canada-U.K. Loan 


It has been stated in the British press that when Sir 
Stafford Cripps visits Canada in the latter part of Sep- 
tember he will take up with the Canadian Government 
the reopening of the Canadian loan to the United King- 
dom, drawings on which ceased in April 1948. It is 
also suggested that he will discuss purchases of goods 
and raw materials from Canada and the means of in- 
creasing British exports. 


' In anticipation of a U.K. request to unfreeze the 
$235 million balance of the loan, The Financial Post 
has suggested that the following terms will probably be 
among those proposed by Canada: (1) some undertak- 
ing by the British to make use of Canadian shipping 
to transport bulk-purchased food, etc., from Canada to 
the U.K.; (2) some undertaking to use a proportion 
of the loan proceeds in financing traditional Canadian 
trade in the British West Indies; and (3) some under- 
taking to use part of the loan to finance purchases in 
Canada by other parts of the sterling area. 








The Financial Post also suggests that the most im- 
portant question for Canada will be the estimates of 
the U.K.’s dollar balance of payments position after 
1952 when offshore purchases in Canada by ECA are 
expected to end. It is suggested that if Britain’s ac- 
counts are not likely to be in balance after 1952, it 
would be foolish for Canada to tie her trade future too 
closely to the British economy. The advisability of 
making long-term contracts with Britain for the next 
four years is regarded as questionable if that market 
is going to be sharply reduced after that time. 


Sources: The Globe and Mail, Toronto, Canada, August 
31, 1948; The Financial Post, Toronto, Can- 
ada, September 11, 1948. 


Canadian Farm Cash Incomes Increase 


During the first six months of 1948, cash income 
received by Canadian farmers from the sale of farm 
products totaled $974 million, according to a prelim- 
inary estimate by the Dominion Bureau of Statistics. 
This compares with cash returns of $733 million in the 
first half of 1947 and $620 million during the corre- 
sponding period of 1946. Total cash receipts, including 
supplementary payments under the Prairie Farm Assist- 
ance Act, the Wheat Acreage Reduction Act, and the 
Prairie Farm Income Act, amounted to $990 million for 
the period January to June 1948 as against $743 million 
for 1947 and $636 million for 1946. 


About half of the 33 per cent increase in total farm 
income between the first half of 1947 and the first half 
of 1948 can, however, be attributed to the substantial 
sums paid by the Canadian Wheat Board in connection 
with adjusting, participation, and final equalization pay- 
ments on wheat, flaxseed, and oats. During the first 
six months, wheat adjusting and participation payments 
totaled $125 million ($106 million above 1947), reflect- 
ing retroactive increases in initial payments by the 
Board. Flaxseed and oats payments totaled $8 million. 


With the exception of flaxseed, however, receipts from 
actual grain marketings in the first half of 1948 dropped 
below those of 1947. Cash receipts from wheat mar- 
ketings fell 47 per cent; those from oats, 32 per cent; 
and those from barley, 31 per cent. On the other hand, 
income received from livestock and livestock products 
marketings increased 39 per cent over 1947, largely 
because of increases in prices. Hogs, up 68 per cent, 
were the top contributors to 1948 total income, with 
dairy products, up 25 per cent, a close second. 


Sources: Canada, Dominion Bureau of Statistics, Cash 
Income from the Sale of Farm Products, Ot- 
tawa, Canada, September 9, 1948; The Globe 
and Mail, Toronto, Canada, September 10, 
1948. 
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Merchant Marine for Central America 


Discussions concerning the establishment of a mer- 
chant marine were started in Mexico City on September 
10 by representatives of the Governments of the Central 
American Republics. The new fleet would be used in 
the trade of, these countries from Mexico to Panama. 
Source: La Prensa, New York, N.Y., September 11, 

1948. 


Trade Agreement Between 
Venezuela and Portugal 


By an exchange of notes on July 27, 1948 (to be 
effective 15 days from this date), the Governments of 
Venezuela and Portugal have concluded a commercial 
modus vivendi providing for reciprocal, most-favored- 
nation treatment in such matters as customs duties, im- 
port restrictions, and exchange controls. It is stipulated 
that the agreement will not apply to the advantages that 
have been or might be granted by Venezuela to neigh- 
boring countries, Ecuador or Panama, nor to the ad- 
vantages resulting from a customs union that may be 
or has already been concluded by either party to the 
agreement, provided that such advantages are not ac- 
corded to a third country. The agreement likewise 
does not apply to the benefits that Portugal may have 
extended to Brazil or Spain. 

The modus vivendi will remain in effect for one year, 
at the end of which it may be renewed by mutual agree- 
ment for additional periods of one year. It may be 
terminated at any time by either party upon prior 
notice of three months. 


Source: Gaceta Oficial de los Estados Unidos de Vene- 
zuela, Caracas, Venezuela, July 28, 1948. 


Bank of Uruguay Reenters Free 
Exchange Market 


On September 7 the Bank of the Republic of Uruguay 
announced a free buying rate of 2.20 Uruguayan pesos 
per U.S. dollar, and a free selling rate of 2.21 pesos. 
These rates compare with 1.89 and 1.90 pesos per dollar, 
the ruling quotations when the Bank withdrew its sup- 
port of the free market early in August. 


Source: La Prensa, New York, N.Y., September 8, 1948. 
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AUSTRALIA 


Australian Budget and National Income 


During the financial year 1947-48, the revenues of 
the Commonwealth of Australia amounted to £A 457 
million (after deducting a payment of £A10 million 
to the IMF) and expenditures to £A 456 million. Re- 
ductions of income and of company and sales taxes, 
amounting to £A 22 million in the period for which 
they are in force and to £A 29 million in a full year, 
have been granted in the current budget, along with 
increases in social service payments amounting to £A 22 
million. The budget for 1948-49 provides for revenues 
of £4 493 million and expenditures of £A 511 million, 
the deficit of £A 18 million to be financed from the 
Loan Fund. 

The Prime Minister called for increased production, 
especially in the key industries such as coal, steel, and 
timber. “Inflationary pressure is still exceedingly 
strong”; the national income rose by £A 276 million 
(to £41,541 million) during the past year—a higher 
rate of expansion than ever occurred during the war— 
and retail prices rose 9 per cent in the year. Labor 
is scarce in all industries, and average factory earnings 
rose by more.than 15 per cent in 1947-48. 

Source: The Times, London, England, September 9, 
1948. 


International Financial News Survey, written b 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Managing Director 


1818 H Street N.W., Washington 25, D.C. 





